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AGi\:::::·::::r:- .:'.~m =~~ cr MERGE? : herei!laf-=er ::alled
"h~. "" grAO",C"'-"'- ~s .. l:..... :- .... O: -anuar'/ J • QQ8 "::mona-. _.. M ' - ...... - - -~ "-'... 'Il,J .'" ._.,., , - <#

Sou~hern New ~~gi~~o :=leccmmuni:a~ions Corpor~~~on, a
Connec~icu~ ::r;:ora~:.:n o:he "':gmpan"{"', sac :ommuni:at1ons
Inc., a Delaware =:r;:orac:.on ("~"), and sac iC'r), Inc., a
Connec~icu~ ::rpor~~:.~n and a wholly-owned subsidiary of sse
("Merge'" Sub'" .

RECI'l'ALS

WHER::~S. :~e :especeive boards of aireceors of
each of SSC. :-!erger :~b 5.nc:i :he ':ompany have 3.ppr:·:ed the
merger of Merger 2~b N~t~ and in~o the Company (the
"Meraer ") and adopte~ :~is Agreement:

WHER::~S, ~: ~s in~ended that, for federal income
tax purposes, :he :-!erger shall qualify as a "tax-free"
reorgani:ation ~naer :~e provisions of Sec~ion 368(a) of the
Internal Revenue C~ae ~f 1986, as amended, and the rules and
regulations promulgated thereunder (the "~");

WHEREAS, :or financial accounting purposes, it is
intended tha~ :he Merger shall be accounted for as a
"pooling-of-in~erests"; and

WHEREAS, as an inducement to the Willingness of
SSC ~o enter ~nto :his Aqreemen~. ~he board of direc~ors of
tbe Company has approvea the grant to sac of an option to
purcbase shares of common s~ock of tbe Company pursuant to a
s~ock option aqreement, subs~antially in ~be for.m of txbibit
1 (the "Stock Qpt~Qn !gre-ment"), and eacb of tbe Company
and sse have duly authori:ed, executed and delivered tbe
Stock Option Aqreemen~: and

WHEREAS, :he Company, sse and Merger Sub desire to
make certain :epresen~a~ions, warran~ies, covenan~s and
agreements in connec~ion with this Agreemen~.

NOW, ~HERErORE, in consideration of the premise.,
and of the represen~a~ions, warran~ies, covenants and
aqre...n~s con~ained herein, the parties hereto agree .a
follows:
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\!Qr.--rcp·.. _- -!--, :losl.ng: '!'~:ne

-;:-..-: -.to:--;e:. Upon -:~e ~9rms 'and SUDj ec~ to
ehe condi~~:~s ~e~ ::r~~ ~n t~is Aareemen~, a~ :he ~ffec~ive

Time (as def~::.eti :':l Sec-::'on 1.3) Merger Sub shall be mergeci
with and ~:l~O ~~e Company and the separa~e corpora~e

existence 0: ~erger ~ub shall thereupon cease. The Company
shall be t~e sur~lvlnq corporation in the Merqer {sometime.
hereinafter :eferred to as the "Su;yiying ~Q;PQ;lt~;D"' and
shall conti~ue ~O be governed by the laws of the State of
Connecticu~. ~nd ~he Merger shall have the effects specifiea
in the Connec::.:ut Susl.ness Corporation .~c~ (the ..~").

1.:. ~'O~6-;. The closl.ng of the Merger :the
"Clg:ing") ;nai~ ~aKe ?iace (il at ~he offices of Sullivan &
Cromwell, 125 Sroad Stree~. New York, New York 10004 at
9:00 A.M. ~ocal ~ime on the second business day after the
date on whi:::. ~he last ~o be fulfilled or waived of ehe
conditions set :ort~ in Article VII (other than those
conditions :hat =y their nature are to be satisfied at the
Closing, but subject to the fulfillmen~ or waiver of tho.e
conditionsl shall be satisfied or waived in accordance with
this Agreement or {iil at such other place and time and/or
on such other date as the Company and SBC may agree in
writing (the ":lQ=~ng nate").

1.3. &ffa~t~vg r.mg. As soon as practicable
following e~e C:osl.ng, :he Company and sse ~1l1 cause a
cer~ificate =f ::'lerger (the "Ce;~"#~l"'a~D ,..~ "1'!~dt!:'" t.o be
signed, acknowledged and delivered for filing with ehe
Secretary of the State of Connecticut as provided in
S.c~ion 33-819 of the CBCA. The Merger shall become
.ffec~ive at the time when the Certificate of Merger shall
have become effec~ive in accordance with the CSCA (the
"Effective "'~me"l .
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Cer~~:~ca~e 0: :ncoroora~~=n anti Bv-Laws. .
of ~~e S~r~~ving Corporac~=n

2.:. ~he ~~~~·~·~akA ~~ T1C9:;;;:~~;D. The
cer~ifica~e ~f ~~corpora~ion of ~he Company as in effec~

~ediacely ~=~or ~~ ~he ~ffeccive !ime snall be ~~e

certif1ca~e of ineorpora~ion of the Surviving Corporation
(the "~hAr;T"O"'''~, uncil duly amendeci as provided. ~herein or
by applicable :aw, exeepc tha~ (i) Sec~ion 3 of the Char~er

shall be amended to read in its entirety as follows: nThe
authorized capital s~ock of the Corpora~ion shall consist of
one thousand shares of common stock having a par ~alue of
one dollar per share.", and (ii) Seccion 4 of the Char~er

shall be amended ~o reaa ~n i~s en~~=ecy as follows: "The
number of direc~ors of the Corcora~ion shall be :~xed from
t~e co time by the Board of oireccors or ~he Shareholders
in accordance wi~h the By-laws of the Corporation. A
director shall hold office un~il the nex~ annual meecing of
shareholders of the Corporation following his eleccion and
until his successor shall be elec~ed and shall qualify."

2.2. The ey-~a~s. The by-laws of the Company in
effect at the Effec~ive Time shall be the by-laws of the
Surviving Corporacion (the "Bv-ftlUIS"), until duly amended as
prOVided ~herein or by applicable law, except tha~ the
By-Laws shall be amended as set for~h in txhibit 9.

ARTICLE III

Officers, Directors and Managemen~

3.1. Qir;.~tQr5 gf SurviVing C0tPgr;ation. The
directors of Merger Sub at the Effective Time shall, tram
and after the Effective Time, be the direc~ors of the
SurviVing Corporation until their successors shall have been
duly elec~ed or appointed and shall have qualified or until
their earlier death, resignation or removal in accordance
with the Charter and the By-Laws.

3.2. Qff~C=h= gf Surviving C0tPgr;atign. The
officers of the Company at the Effec~ive Time shall, traa
and after the Effective T1mB, be the officers of the
Surviving Corporation until their successors shall have been
duly elected. or appointed and shall have qualified. or until
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~he~r :ari~;~ ~:a~~, :~s~;~a~~=n or =~moval ~~ acc===ance
wieh :~e C~ar:;r ~na :~e =!-~aws.

3.3. ~!O~P._- -~ ~~C' ~ cpO;; ~: ~i~.~~;·· At
~he Sffec~~~: :~=e ~~ ~~e ~erger, 3BC ~nall increase ~he

54%e of ~~s =~ar~ :: Cirec~=rs cy one. ~he no~nee for such
aaaitional 1i:ec~orship shall be selec~eQ by the SSC Soard
of Direc~ors ~~ consultation wieh the Chief ~xecu~i7e

Officer ana Boara of Direc~ors of the Company from among ehe
members of the Company's Board of Direceors (the "~ibecbQr

PI,ignea "), and t~e SSC Soard of Oireceors shall appoine the
D1receor DeSignee ~o the SSC Board of 01receors as of en.
Effeceive Time, wieh such Direc~or Designee to ser~e in ehe
aireceor group deeermined in accordance with Areicle !I of
the by-laws cf SBC as in effec~ on the date hereof uneil his
or her successor shall ~ave been duly elec~ed or appo~n~ed

and shall have quali=iea or un~il his or her earlier dea~h,

resignaeionor removal in accordance with the cereificaee of
incorporation and the by-laws of SSC.

ARTICLE IV

Effect of the Merger on Capital Stock:
Exchange of Certifica~es

4.1. Effect?n Capital StpCk. At the Effective
Ttme, as a result of the Merger and without any action on
the part of the holder of any capieal" stocK of the Company:

(al Me~7°~ ~~n:;de~at;~n. Each share ~f the
cammon stocK, ~aving a par value of one dollar per share
(each a "CQmp~ny Shot-" and together the "Cgmpony Shor,,"),
of the Company issued and ouestanding immediately prior to
the Effective Time (other than (i) Company Shares tnae are
owned by SSC or Merger Sub, (1i) Company Shares that are
ownea by the ,Company, in each case (1) and (ii) not hela Oft

behalf of third pareies, or (iii) Company Shares
("Pialentinq Share,") that are owned by shareholders
("Pial-atlag Sharehglder,") who satisfy all of tne
requirements to demand payment for such sbares in accordance
with Sections 33-855 through 33-872 of the CBCA
(colleceively, "txslgded company Shore,")' shall be
coftvereea ineoO.8784 of a share (the "Elshang. Ratig", of
Cammon Stock, par value 51 per share, of sac ("BBC cgmmon
StgcK"), subject to adjusement as prOVided in Section 4.4
(the "Merge~ ~rln,iderobiQn"). All references in this
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agreemen~ ~~ 2:~ :~~c~ Z~~ck ~~ ce ~ssued purs~an~ ~o the
Merger shai~ :~ =eeme~ :: ~~clude :~e c~r:espc~dinq :iqhts
("S'§C '='igh":F", :: pur::::-.3.se shares cf sac Common Stock
pursuan~ -:.~ t.:".e .::c ::.igh~s Aqreemen~ .: as defined ~:1

Sec~ion :.~(al:, ~xcep= ~nere ~~e c=n~ex~ j~herwise

requires. At :~e ~=:ac~~7e T~e, all Company Shares shall
no longer be ~~~s:anQin;, shall be cancelled and re~ireQ and
shall cease :~ exist, and each ::er~'::'fica~e (a "Ce::~"·~cate'"

tor.merly repres9n~~~g any Company Shares (other ~han

Excluded Company Shares I shall thereafter represen~ only the
riqht to the~-1erger ':onsideration and the riqht, if any, to
receive pursuan~ to Sec~ion 4.2(d) cash in lieu of
tractional shares ~nco ~hich such Company Shares have been
converted pursuan~ :0 this Section 4.1(a) and any
distribu~ion Qr divlcena ~ursuan~ ~o Sec~ion 4.2(b), in each
case withouc ~~cerest.

(b) Cancoi'atiQD gf SharD:. Each Company Share
issued and oucst3naing ~~ediately prior to the gffeetive
Time and owneo =irect~: by sac, ~erger Sub or the Company
(other than shares heid for third parties) shall, by virtue
of the Merger and without any action on the part of the
holder thereof, no longer be outstanding, shall be cancelled
and retired wichout paymen~ of any consideration therefor
and shall cease to exist. Dissenters' Shares shall be
cancelled and retired ac the Effective T1me and paid for in
accordance with Section 33-865 of the CaCA.

(c) Be=tr'~red StOCk. Each Company Share
issued and ou~s~anQing ~mmediately prior to the gffective
T1me that, after 1~v~ng effec~ :0 any provision in the plans
referred to below prov~ding for ~he termination or lapse of
any restriction resulting from the transactions contemplated
by this Aqreemenc, is restricted under the Company·s 1995
Stock Incentive Plan, Non-Employee Director Stock Plan or
1996 Non-Employee Director Stock Plan shall be converted
into a fraction of a share of sac Common Stock equal to the
Eachanqe Ratio, having the same restrictions, te~ and
conditions as were applicable to such Company Share of
restricted stock.

(d) Merge: Sub. At the Effective Time. each
share of common stock, par value Sl.OO per share, of Herqer
Sub issued and outstandinq ~diately prior to the
Effective Time shall be converted into one share of cammon
stock of the Surviving Corporation, and the Surviving
Corporation shall be a Wholly-owned subsidiary of SSC.
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4.:.

(ar txc~~ng, ::?:og~;o=. Promp~~! after ~ne

Effec~i7e :~:e. :~e ~~r7l7~ng Corpora~~on shall :ause an
~xchange agen~ ~elec~eQ =y SSC Hieh :~e company's prior
approval, whi=~ shal: ~oe =e unreasonably withheld 'the
"txc;hange :'ge"~"', =0 mai: ':0 each holder ':)f I:ecorci of
Company Sha:es 'jeher ~han holders of recoI:Q of Excluded
Company Sharesi 'i) a let~er ':)f transmittal specifying that
delivery shall be effec~ed, and thae :isk of loss and title
to the Certificates shall pass, only upon delivery of the
Certificates (or affidav~:s of loss in lieu thereof) to the
Exchange Aqen:, such ~etter of transmittal to be in such
fo~ and have such ocheI: provisions as SSC and the Company
may reasonably agree, 3na (iil instr~ctions :or sur:enderinq
the Cer~~fi=~:es ~n e~c~ange :OI: (Al uncer~~fi=ated shares
of SSC Commo~ StOCK :eg~s:ered on the scock ~ransfer books
of SSC in the name of such holder ("Begi:te~.d ~EC Share=")
or, at the elect~on of such holder, certificates
represen~inq shares Ot SBC :ommon Stock and (B) any unpaid
Qividends and other distr~butions and cash in lieu of
fractional shares. Subject to Section 4.2(g), upon
surrender of a Cer~ificate for cancellation to the Exchange
Agent together with such letter of transmittal, duly
executed, the holder of such Certificate shall be entitled
to receive in exchange therefor (x) Registered SSC Shares
or, at the election of such holder, a certificate,
representing that number of whole shares of sse Common Stock
that such holder ~s entitled to receive pursuant to this
Article IV, (y) a check ~n the amoun: (after giving effect
co any requi=ed ~ax withholdings) of (Al any cash in lieu of
fractional shares plus (Bl any unpaid non-stock dividends
and any other dividends or other distributions that such
holder has the ri;ht to receive pursuant to the provisions
of this Article IV, and the Certificaee so surrendered shall
forthwith"be cancelled. No interest will be paid or accrued
on any amcune payable upon due surrender of the Certifi
cates. In the eve~t of a eransfer of ownership of Campany
Shares that is not registered in the transfer records of tbe
Company, the Registered sse Shares or certificate, as the
case may be, =epresentinq the proper number of shares of sac
Common Stock, together with a check for any cash to be paid
upon due surrender of the Certificate and any other divi
dends or distributions in respect thereof, may be issued
ane/or paid to such a transferee if the Certificate fo~rly
representin; such- Company Shares" is presented to the
Exchange Agene, accompanied by all documents required to
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ev~dence ana :i:ec: ~uct :=anster and :~ evidence :~a~ any
applicable s:~cr. :=ans:~r :axes nave eeen ?aid. :f any
Regis~ered 2EC ~hares or any cer~~=ica~e for shares of sac
Common Sto=~ ~s ~~ be ~ssuea i~ a name other ~han ~~at ~n

whic~ tte C=r:~:~=a~e surrendered ~~ exchange therefor ~s

registered, ~: snall be a condit~on of such exchange eha~

the Person as defined below) reques~~ng such exchange shall
pay any ~:ansfer ~r other taxes :equirea by reason of the
issuance of ~eq~s~ered sac Shares or certifica~es for
shares of sac :ommon Stock in a name other than tha~ of the
registered holder of the-Certificate surrendered, or shall
establish t~ ehe satisfaction of sac or the Exchange Agent
that such tax hasceen paid or is not applicable.

For :he purposes of this Agreement, the eerm
"Per-on" snal: ~ean any :ndividual, corporation :includinq
not-for-pro:~:;, general or l~ted partnership, :imieea
liability company, join~ venture, estate, trust,
association, organization, Governmental Entity (as defined
in Sect~on :.l(b) or other entity of any kind or nature.

(b) Qist:'put~Qn= with Be:spect ~o Qne~bhanq,d

She t'-:s; "ot· "";,~ . (i) Whenever a dividend or other
distribution is declared by SSC in respect of sac Common
Stock, the record date for which is at or after the
Effective Time, that declaration shall include dividends or
other distributions in respect of all shares issuable pursu
ant to this Agreemen~. No dividends or other distributions
in respec~ of the sac Common StOCK shall be paid to any
holder of any unsur:endered Cer~ificate until such Certifi
cate is sur:enaered for exchange in accordance with this
Article IV. SUbject to ~he effect of applicable laws,
follOWing surrender of any such Certificate, there shall be
issued and/or paid to the holder of the Reqistered sac
Shares or certificates, as the case may be, representing
whole shares of SSC Common Stock issued in exchange for such
Certificate, without interest, (Al at the t1me of such sur
render, the dividends or other distributions with a record
date at or after the Effective Time and a payment date on or
prior to the date of issuance of such whole shares of SIC
Commcn Stock and not preViously paid and (B) at the
appropriate payment date, the dividends or other distribu
tions payable with respect to such whole shares of sac
Comman Stock with a record date at or after the Effective
T1me·but with a paym.n~ date subsequent to surrender. For
purposes of diVidends or other distributions in respect of
shares of sac Common Stock, all shares of SIC Cammon Stock
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to ce issued ~~=s~anc :~ ~~e Merger snal: ~e deemed ~s5ued

ana cuts~andi~; ~s == :~e~!~ec~~7e Ti~e.

~iil Kolders of unsur:endered
Cer~i~icaces ~~ai: ~e sn~i~led :0 ~o~e ai~er ~he ~f:ec~i7e

Time at any ~ee~~~q c: sac ;eockholcers Nith a record date
at C~ after :~e ~!~ec~i7e T~e ~he number of ·whele shares of
sac Common StocY. represen~ed by such Cer~ifica~es,

regardless of Nhe~her such holders have exchanged their
Cer~fica~es. .

(cl Transfo:.. After the Effective Time, tnere
snall be no cransters on the stock transfer bOOKS of-the
Company of the Company Shares tha~ were outstanding
tmmediately prior ~o the Ef~ec~i7e Time.

(d) f~"~·~nal Shar-:. No~w1ths~andinq any
other prov~s~on of this Agreement, no frac~ional shares of
sac Common StOCK will be issued and any holder of record of
Company Shares en~itled to receive a frac~ional share of SSC
Common Stock but :or this Section 4.2(d) shall be entitled
to receive an amoun~ in cash {withou~ interest I deter.mined
by multiplying such frac~ion (rounded to the neares~ one
nundredth of a share) by the closing price of a share of SSC
Common Stock, as reported in The Wall Street Journal, New
York City edition, for the last trading day prior to the
Effective Time.

(e) Teminat"on of ;xChange o_~';Qd; rInclaim,d
StOCk. Any shares of sac Common Stock and any por~ion of
the cash, divlcencis oro~her dis~ri.bu~ions payable with
respect to the sac Common Stock pursuant :0 Section 4.1,
Section 4.2(bl and Section 4.2(d) (including the proceeds of
any invescments thereof) ,that remains unclaimed by the
shareholders of the Company 180 days after the Effec~ive

T1me shall be paid to SSC. Any shareholders of the Company
who have not theretofore complied with this Article IV"snall
look only to sac for payment of their shares of SSC Common
Stock an~ any cash, diVidends and other distributions in
respect thereof issuable and/or payable pursuant to
Section 4.1, Section 4.2tb) an~ Section 4.2(d) upon due
surrender of their Certificates (or affidaVits of loss in
lieu thereof), in each case, without any interest thereon.
Notwithstanding the foregoing, none of SSC, the SurViving
Corporation, the Exchange Agent or any other Person shall be
liable to any former holder of Company Shares for any amount
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properly del~~~r~~ -_ ~ p~blic ~ff~c~al ?ursuan~ ==
appl~=able ;=a~=:~~c ;=:per~y, ~sctea~ =r !~ilar :~ws.

I'f',' ·~e- ~~-~O~ -. no.~~~·,-d r~~-~;~~s~.. In• • ' • . • • _~_ tz. • tr •

the even~ any :~r=::~=~~: snal: iave been :~s~, s~clen or
des~royed, ~pc~ :~~ ~aK~~; of an affidav~~ of ~ha~ =act by
the Person c:aim~~g ~uc~ :er~i:~=a~e to be los~, s~olen or
des~royed ana :~e ~csc~~g by such Person of a bond in the
form cus~omar~:'/ !:~qu.=~a by sac as indemni-cy agair.s~ any
claim ~hat ~ay ce maoe against it with respec-c to such
Cer~ifica~e, ~3C ~lll issue the shares of sse Common Stock,
and the Exchange ~qen'C Nlll issue any unpaid dividends or
other dis~ri=ut~~ns dnd dny cash payment in lieu of a
fractional shar~ in respec~ thereof, issuable and/or payable
in exchange ::r sucn ~osc, s~olen or des~royed Cer-ci:icate
pursuan-c ~o :~~! ~r=::~: :7 upon due surrender ~f and
deliverable ~~ :~s?ec= :: ~he Company Shares represented by
such Cer~ificate pursuant to this Agreemen~, in each case,
without inter~sc.

(gl 8F·~· ;~~A=. Notwithstanding anything
herein to the ~~nt:ary, :ertificates surrendered for
exchange by any "3.ff~ll.a~e" (as determined pursuant to Sec
tion 6.7) of :he C~mpany shall not be exchanged un~il sse
has received a wri:-cen aqreemen~ from such Person as
provided in Section 6.7 hereof.

4.3. Di$c:"~apc' Bights. No Dissenting
Shareholder shall be en~~tled to shares of sse Common Stock
or cash in lieu of ::ac:~~nal shares thereof or any
dividends or other ~istr~butions pursuant :0 this Article IV
unless and unt~l the nolder -chereof shall have failed to
perfect or shall have effectively withdrawn or los~ such
holderls right :0 dissen~ from the Merger under the CSCA,
and any Oissen-cing Shareholder shall be entitled to receive
only the payment prOVided by Sec~ion 33-856 of the CSCA with
respect to Company Shares owned by such Dissenting
Shareholder. Unless the obligation of the Company under
Section 4.5 to establish an Escrow Account has been waived
by SSC, such payment shall be made from the Escrow Account
in accordance with Section 4.5. If any Person who would
otherwise be deemed a Oissenting Shareholder shall have
failed properly to perfect or shall have effectively
withdrawn or lose the right to dissent with respect to any
Company Shares, such shares shall thereupon be treated aa
though such shares had been converted into shares of SSC
Common Stock pursuant to Section 4.1 hereof and any cash in

NY1JSZS: IIIao.lO -9-



lieu of :=ac:::~al ~hare!. iivicenas ~= ~~her =is~=~bu~ion!

as providea ~~ Sec~:=n ~.2 ~ere~:. ~he C~mpany snal~ q~ve

SSC .il proc;~ ~r~:~en ~o~~:e ~f any =~ssen~ers' demands for
paymen~, a~~em~~ed Ni~tdrawals of such demantis and any o~her

ins~=~en~s ;er~ea ~~rsuan~ ~o appli:able law recei7ed by
the Company :ela~~~g ~o dissen~ers' =igh~s anti (ii) the
oppor~unity ~o di=ec~ all ~eqo~ia~ions with respec~ to
dissen~ers untier ~~e C3CA. The Company shall no~, ~ithou~

the prior wr~~:en consen~ of sac, volun~arily make any
paymen~ with respec~ __ 0 any demands for paymen~ by Oissen~

ing Shareholders, offer to - settle or settle any' 'such demands
or approve any withdrawal of such demands.

4.4. AdjllSt:nenq; ~'d o"'.yert Qi1utoiQn. In the
even~ tha~ ;r~~r ~o the-Effec1::'",e Time there is a ch-anqe in
the number :: ~ompany Shares or shares of sac :ommon Stock
or securities =onvertible or exchangeacle into or exercis
able for Company Shares or shares of sse Common Stock issued
and outstandi~g as a result of a distribu~ion, reclassifica
tion, stock ~pii: (including a reverse splitl, stock
dividend or dis~ri=u~ion, or other similar transac~ion, the
Exchange Rat:o shall be equitably adjusted to eliminate the
effects of such even~.

4.5. Elcrpw ACCQunt ~Qh O,ymept ot pi==epte~='

Demand, and -~anS~D~ ~axe=. Pursuant to an escrow agreement
to be entered into by the Company with an escrow agen~

selected by oU1:ual agreement of the Company ana sac (the
"EIStOW &ger .... ~, in a form reasonably accep~able to SSC (the
"E3S·ow !gr··M·r.... ~. unless sse shall elec1:, in its sale
discretion, ~o waive the Company's obliqaeions under this
Seceion 4.5 .nd shall no~ify the Company of such election,
tbe Company shall, immediately prior to the Effective Tima,
aeposit in an account with the Escrow Agent (the "EIChow
assopn:"} funds SUfficient in the aggregate to pay all
Dissenting Shareholders who as of such time shall have
s.tis~1ea all applicable requirements under the CBCA to
a..-nd paymen1: for their Dissenting Shares the amounts the
Company estimates to be the fair value of such Dissenting
Shares plus-accrued interest in accordance with Section 33
865(a) of the CSCA, and any Transfer Taxes (as defined
herein) attributable to the Herqer. These funas will be
:eleased from the Escrow ·Account, upon certification by the
company, -ttl to make any paymen~ to which a Dissenting
Shareholder shall then be entitled unaerthe CBCA, whether
pursuant to 'the 'proceaures specifieclin Part XIII thereof,".
f1naljudqmen~ of a court of competent jurisdiction or any
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o~her aqreemen~ ~~~t suc~ =issen~~~g Sharenolaer: ii) to
pay any ~=ans::r :~xes ::'ae :eccme payable ~naer any'
applicable s~ace, ~~cal, :oreign or p:ovincial :aw: or
(iii) to ~he C:mDan'!, '.lDOn :he COmDanv's reasonable det:er
mina~ion ana =er~~=~=a~~:n chae :ne c;mcanv's obl~=a~ions i~.. .
respec~ of =~e amoun~s speci:iea ~~ clause :i) (wi~h respec~

~o all Dissen~~~g Shareholders) ana clause (iil of this
Sec~ion 4.5 have been :ully sa~isfiea. All paymen~s pur
suan~ to clause :i) above shall include in~eres~ acc:uea
since the tftec~i7e Time in accordance with the CBCA. The
Escrow Aqreemen~ shall permit the Escrow Aqen~to'inves~ the
tunas in the Escrow Accoune as direc~ed by the Company.

ARTIC!.E V

Represen~ations and Warran~ies

5.1. BcPbe:~~~ati?n3 and WAtt,nti-= ~f -he
CompAny, SBC ind M.~ge~ ~ub. txcepe as se~ for~h in the
correspondinq sect~ons or subsec~ions of the disclosure
letter, dated the da~e hereof, delivered by the Company to
SSC or by SSC to the Company (each a "pi3C1g,Y+e Lett- r ",
and the "CQlDpany Qi3Clg3yre Lette"''' and the "SBC pt,,1 p:mre
Letter", respec~ively), as the case may be, the Company
(excep~ for references in subparagraphs (a), (b) (iil and (c)
below to documen~s made available or disclosed by SSC to the
Company) hereby represents and warrants to sac and Merqer
Sub, and SSC (excep~ for references in SUbparagraphs (a),
(b) (iil and (c) below to documen~s made available or
disclosed by the Company to SSC), on behalf of itself and
Merger Sub, hereby represen~s and warrants to the Company,
tha~:

(a) Qrgani;atipn. GQQd Standing and Quolifiso-
t1gn. tach of it and its Subsidiaries is a corpora~ion duly
organized, validly eXis~ing and in good standinq ,unde~ the
laws of its respec~ive jurisdic~ion of organization and has
all requisite corporate or similar power and au~hority to
own and op.ra~e its properties and assets and to carryon
Lts business as presently conducted and is qualified to do
business and is in good standing as a foreign corporation in
each jurisdiction where the ownership or opera~ion of its
properties or conduct of its business requires such qualifi
cation, exce~~ where the failure to be so qualified or in
900d's~andinq is no~, when taken toge~her'witb all other
such failures, reasonably likely to have a Material Adverse
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~f~ec~ as =~t~~~d =eicwi :n ~:. !t has made available to
SSC;-in ~~e :::Sl! :: :.:.e ·:.:tt\t:'any, and. :0 :he Company, in the
case' of SSC. ,; c=m;,.i:t.e anci COI::ec~ copy of i ~s cer~:'fica~e

of i.~co:;cra=~:~ ana =y-~aws. ~ach as amencieci to da~e. Such
cer~i.::'ca~es :: i.~eo=;orat.i.=n ana by-~aws as so ~aae

available are :~ :~ll :orce and effec~.

As ;,;sed":"~ t~is Agreement, (i) the term
"Sub:;"idigry" :":\eans, 4li~h respect to the Company l. SSC or
Merger Sub, as t~e case may be, any en~ity, whe~her i.ncor
pora~eaor unincorporated, of which at least fifty percen~
of the securi~i.es or ownership interests having by their
ter.=s ordinary 70ting power ~o elect at least fifty percent
of the board 0: directors or other Persons perfo~ng

s~lar :unc~~:ns i.s directly or :"ndirec~ly owned by such
party or by ene ~r ~ore of i.ts respec~ive Subsid:'ar~es or by
such part'l and anyone or more of its respective Subsidi
aries, (ii) the term"Mate"'~al t\dye"':e ;ffec1;" means, with
respect to any Person, a ma~erial adverse effect on the
total enterprise value of such Person and its Subsidiaries,
taken as a whole, other than effects or changes resulting
from the exec~:ion of this Aqreement or the announcement
thereof or relating to {Il the telecommunications industry
generally, (II) the national economy generally or {Al with
respect to sse only, the economy of the southwestern United
States and California, taken toqether, generally or (S) with
respect to the Company only, the economy of New England
generally or (III) the securities markets generally, and
(iii) reference to "the other party" means, with respect to
the Company, SSC ~nd means, with respect to sac, the
Company.

(bl GQYe~,men~gl ~iling:; NQ ViQlatipn=.
(i) Other than (AI the filings pursuant to Section 1.3,
(8) the "notification under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "8SB Act"1, t~e

Exchange Act and the Securities Act of 1933, as amended (the
·Sesp;itie= act"', (Cl the filings and/or notices to comply
with state securities or "blue-sky" laws, (D) the necessary
notices to and, if any, approvals of the Federal Communica
tions Cammission {·~"1 pursuant to the Communications Act
of 1934, as amended, and {El the necessary no~~c~s to and
necessary approvals; if any, of the state public utility
cammtss10ns or similar state regulatory bodies (each a
.~.) iden£~fied "in its respective Disclosure :Letter
pursuant to'applfcable statelaw,s ~~gulating the telephone,
lIIO!ii!e cellular,' paging, cable teleVision or other telecom-
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:num.. cat:':ns :::;sl.~~ss ''';ti2, ~ -.; AC .. aWS" ~ '. such ::"linqs and/o~

not:"::ezs of SEC ::eJ.r'.g -::"le "i'C; ":_gu' "od I"";n=e"~~" and of the
Company ·beJ.nq -:::e ..... ;mpany Oagy ....ag 1"";:m:s,uH;:"~, no notices,
reports or ~:her ::"l~~qs are requ~=ed to be made by it to or
with, nor are :ny -==nsen':s, recp.st::ations, app:ovals,· per
mits or autn==~=at:.:'ons requirea to be obtained by it: fram,
any goverr~en~al or regulatory authority, cour~, agency,
commission, boay or other governmental entity ("Ggye~nm,nbAl

EQt';~y"" in connec::'on with the execution and delivery of
this Agreement:. and the Stock Option Agreement by it and the
consummation" by it of the Merger and the other transact~ons

contemplated hereby and thereby, except those that the
failure to make or obtain are not, individually or in the
agqregate, reasonably likely to have a Material Adverse
£ftect on it or :0 pre~ent, or materially impair its ability
to effect, :he ==nsumma"t.:'on by it of ~he transac::'ons con
templated by -:his Agreement or the Stock Opt~on Agreement.

(ii) The execution, delivery and
performance of :his Agreement and the Stock Option Agreement
by it do not, and the consummation by it of the Merger and
the othertransact:"ons contemplated hereby and thereby will
not, constit~te or result in (Al a breach or violation of,
or a default under, its certificate of incorporation or by
laws or the comparable governing instrumencs of any of its
"Significant Suh:sidior:e,", as such ter.m is defined in
aule 1.02(w) of RegUlation S-X promulgated under the
Securities Exchanqe Act of 1934, as amended (the ";xchanqe
~"', (8) a breach or violation of, a default under, the
accelera~ion of any obliqations or the creation of a lien,
pledge, secur:':! interest or other encumbrance on its asse~s

or the assets of any of its Subsidiaries (with or without
noeice, lapse of time or both) pursuanc to, any agreement,
lease, contract, note, mort;a;e, indenture, arrangement or
other obligation ("Cgntract:") binding upon it or any of its
Subsidiaries or any Law (as defined in Seccion S.l(h)) o~

governmental or non-90vernmental pe~t or license to ~h1ch

it or any of its Subsidiaries is subject or (C) any change
in the rights or obligations of any party under any of its
Caneracts, except, in the case of clause (B) or (Cl above,
for any breach, 7iolation, default, acceleration, creation
or change that, individually or in the aggregate, is not
reasonably likely to have a Material Adverse Effect on it or
to prevent, or materially tmpair its ability eo effect, the
consummacion by it of the transactions contemplated by tb1s
Aqreement or the Stock Option· Agreement. The Company
01sclosure Letter, with respect to the Campany, and the sse
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Dlsc~osure :=~~s:, ~l~~ :~spec~ ~o ssc, ~e~s :=r~~ a correc~

and. comp~e~~ :'.:.~~. :.: ail :=n~:ac~s 0: :.~ and.:'~s Subsi.di
aries requ~:~~ ~: be ::'~eQ as ~~te:ial =on~:ac~ exnibits
under the ~~c~anqe ~ct and ;ursuan~ ~~ which consen~s or
waivers are :: ~ay te :equ~rea prior =0 consummat~=n of the
transac~ions :=ncempia~ea by chis Aqreemen~ or :he Stock
Option Aqreemen~ .whe~her or no~ sUbiec~ to the exception
set :or~h wit~ :espec~ :0 clauses (S) and (C) abovel.

(c) R.pg~~.; ~;nDnb'al Statement:. It has made
available to the other 'party each registra~ion statement,
report, proxy statement or information statement prepared by
it since December ;1, 1.996 ;the "Audit note"', includinq its
Annual Repor~ ~n Form lO-K for the year ended December 31,
1996 in the ::rm iincluding exhibits, annexes and any amend
ments there~ol ::'leo ~~it~ ~he Securi:ies and Exchanqe
Commi.ssion (:he "S;:C"> (collec~:.vely, inclUding any such
reports filed subsequent =0 the date hereof, its "Bepgtt=")·
A8 of their respec:~7e dates, its Repor~s did not con~ain

any untrue statement of a material fact or omit co state a
material fact required to be sta~ed therein or necessary to
make the statements made therein, in the light of the
c1rcuma~ances ':'n which they were made, not misleading. each
of tbe consolidated balance sheets included in or incor
porated by reference into ita Reports (including the related
notes and schedules) fairly presen~s the consolidated
financial position of it and its Subsidiaries as of its date
and each of :he consolidated statements of income and of
cash flows included in or incorporated by reference into its
Reports (including any related notes and schedules) fairly
presents the consolidated results of operations and cash
flows of it and its Subs~diaries for the periods set forth
tberein (subject, in the case of unaudited statements, to
notes and normal year-end audit adjus~ents that will not be
material in amount or effect), in each case in accordance
wttb generally accepted accounting principles ("~"' con
sistently applied durinq the periods involved, except as may
be noted therein. Since the Audit Date, it and eacb of its
Subsid±aries· required to make filings under Utilities Laws
has filed with the applicable POCs or tbe FCC, as the ca••
may be, all ma~erial forms, statements, reports and
documents (inclUding exhibits, annexes and any amendments
tbereto) required to be filed by them, and each such f111n;
complied in all material respects with all applicable lawa,
rule. and regulations, otber tban such failures to file and
non-compliance that are, ~nd1vidually or in the aggregate,
not reasonably ~ikely to nave a Material Adverse Effect on
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it or :: ?reven:. :r =a~e~~ally ~~a~r ~~s acil~:'l :~

~ffec":. :he ==:1summac:'=n by i-:. cf the ::ansact::"ons =~nt:em

plat:ea :y :~is ~qreemen~ cr the Stock Opt:ion Agreement:. To
its knowled;e. ~s of the dat:e hereof. :-'0 Person or "1roup"
·'benef~cia.l.:·:· :wns" -::. or :':1ore of i:s out:st:anai~; ":ot::"ng
secur1':.ies,.·iLc~ :he ':srms "~enefi=iall'J owns" ana ";roup"
having the ~eani:1qs ascribed to them under Rule ~3d-3 and
Rule l3d-5 unae~ :ne Exchange Act.

(d) Ab==nc. ?f ~er~3in Change=. Except: as dis-
closea in i':.s Report:s filea prior to the date hereof or as
expressly contemplated by this Aqreement:, since the Audit
Oat:e it ana i-:.s Subs1diaries have conduct:ed their :espect:ive
businesses only in the ordinary and usual course of such
businesses. ~nd there has not: been (i) any change in the
financial ==naition. business or results of opera~~ons of it
and its Subs~aiar~es, except those changes that: are not,
indiVidually or in the aqqreqat:e, reasonably likely to have
a Material Adve~se Effect on it: (ii) any damage, dest:ruc
tion or ot:her =asualty loss with respect to any asset or
property owned, ~eased or otherwise used by it or any of its
Subsidiaries, ~het:her or not covered by insurance, which
damage, des~=~ction or loss is reasonably likely, individ
ually or in the aggregate, after taking into account any
insurance coverage, to have a Material Adverse Effect: on it:
(iii) any declarat:ion, set:t:inq aside or payment: of any divi
dend or other dist:ribut:ion in respect of its capital stock,
except: publ~cly announced regular quart:erly cash dividends
on its common stock and, in the case of sac, dividends in
sac :ammon Stock: ~r (ivl any change by it in accounting
principles, ;rac":~ces or ~ethods excep~ as reqUired by GAAP.

(e) Litigat1QD and Tiabil;t;e=. Except: as dis-
closed in its Reports filed prior to the date hereof, the~e

a~e no (i) civil, criminal or administrative actions, suits,
claims, hearings, investigations or proceedings
(Wtitigetion") pending or, to the knowledge of ,its executive
officers, threatened aqainst it or any of its Affiliates (a.
defined in Rule 12b-2 under the Exchange Act) or (ii) obli
gations or liabilities, whether or not accrued, contingent
or otherwise, including those relating to matters involVing
any tnvironment:al Law (as defined in Section 5.2(e)), that
a~e reasonably likely to result in any claims against: o~

obligations or liabilities of it or any of its Affiliates,
except for those that are not, individually or in the
aggregate, :easonably likely to have a Material Ad~.rs.

Effect on it: or to prevent:, or materially impair its ability
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to effec:, :~e:=:lsumma~~:n by -i: cf :~e ::ar.sac":~~ns ..:cn
templated :y :~i~ ;'~reemen~ ~r the 2tock Opti~n Agreement:
prQVided, :ta~ ::r ?~rposes cf this paraqraph Ie; r.o
Litiqation :r~s~r.g atter ":he date ~ereof shall be deemed to
have a Mater~~l ~dver~e E=fec,,: ~= and :~ ~he extent ~uch

Litigation :or any =e!evant part :hereoi~ is based en this
Agreement er ":te transactions contemplatea hereby.

(f) Abc:unh~iqc ~ax and O,gu1etery Matt,:=. ~

of the date hereof, neither it nor any of its affiliates (as
detem:i.nea' 'in accordance with Section 6.7) has taken or
agreed' to', take any action, nor do its executive officers
have any act~al knOWledge of any fact or circumstance, that
would prevent sac ~rom accounting for the business
combination to beeffec'ted by the Merger as a "poolinq-of
interests" ~r preven~ the Merger from qualifying as a
"reorqani:.at~:n" io/1.thin the meaning of Sect.ion 368(41) of the
Coae.

(g) Toxe=. It and each of its Subsidiaries
have prepared in good faith and duly and timely filed
(taking into account any extension of time within which to
file) all material Tax Returns (as defined below) required
to be filed by any of them and all such filea Tax Returns
are complete and accurate in all material respects and:
(i) it and each of its Subsidiaries have paid all Taxes (as
definea below) that are shown as due on such filed Tax
aeturns or that it or any of its Subsidiaries is obligated
to withhold from amoun~s owing to any employee, creditor or
third party, excep~ with respect. to ma~ters con~es~ed in
good faith or for such amounts thac, alone or in the
aggregate, are not reasonably likely to have a Material
Adverse Effect on it: (ii) as of the date hereof, there are
not penciing or, to the actual knowledge of its execu~iv.

officers, threatened, in writing, any audits, examinations,
investigations or other proceedings in respect of Taxes or
Tax matters: and (iii) there are not, to the actual knowl
edqe of its executive officers, any unresolved questions or
claims concerning its or any of its Subsidiaries' Tax
liability-that are reasonably likely to have a Material
Adverse Effect on it. Neither it nor any of its Subsidi
aries has any liability with respec~ to income, franchise or
similar ~axes in excess of the amounts accrued in respect
tbereof that are reflected in the financial statements
included in its Reports, except such excess liabilities aa
are not, indiVidually or in the aggregate, reasonably likely
to have a Material Aaverse Effect on it.
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"Taxablo"i ~~c~~~es ~~l :aderal, 3t:at:e, local and =:reiqn
income, ?ro:~:z, :=anc~~se, ;ross r~ceip~s, envi==nmen~al,

cust.oms dut:·:", ::!.p:. ::.,i E :::ck, 03everance, s~amp, ;:ayr:ll,
sales, empl:·:·:r.en~, ~nem~l..~yment., disability, 'J.se, ?roper~y,

withholding, ~~c:.ze, ~rctiuct.ion, ~alue added, ~ransfer,

occupancy anc ~~her :~xeSf duties or assessment.s of any
nature what.seever, :oqet.~er with all in~erest., penalties and
additions impcsea ~lth =espec~ to such amoun~s and any
interest. in respect. ~t such penalties and additions, and
(y) the term ""'ax 00.. '.-.... includes all returns, amended
returns and =~por~s ~inc~uding elec~ions, declarat.ions,
disclosures, scneaules. ~s~ima~es and informa~ion returns)
required to be suppl~a~ :~ a Tax aut.hority relating to
Taxes.

(hI CQmp~;=Obe with Laws. Except. as set forth
in its Repor:s :~lea 9r:.or to the da~e hereof, the busi
nesses of eac~ ~: :: ana its Subsidiaries have no~ been. and
are no~ bei~;, :onauc:ea in viola~ion of any law, s~a~ute,

ordinance, =equlac~on, judqment., order, decree, injunction,
arbitra~ion award, license, aU~hori%ation, opinion, agency
requiremen~ ~r perm~t of any Governmen~al Enti~y or common
law (collect.:"lely, "w.:z.."" excep~ for violations that are
not, individually or in the aqgregate, reasonably likely to
have a Material Adverse Effec~ on it or to prevent, or
materially impair its ability ~o effec~, the consummation by
it of'the cransac~:'ons con~emplated by this Agreemen~ or the
Stock Op~ion Agreement. Except as se~ forth in its Repor~s

filed prior :~ t~e date ~ereof, as of the da~e hereof no
invest.iqat.ion or reVlew oy any Governmen~al Entity with
respect to it or any of its Subsidiaries is pending or. to
the actual knowledge of its executive officers, threatened,
nor has any Governmen~al Entity indica~ed an inten~ion to
conduc~ the same, except. for those the outcome of which are
not. indiVidually or in the aggregate, reasonably likely to
have a Material Adverse Effect. on it or to prevent, or
materially impai= its ability to effect, the consummation by
it of the transac~ions con~emplated by this Aqreement or the
Stock Option Agreement, To the actual knowledge of its
executive officers, as of the date hereof no material change
is required in its or any of its Subsidiaries' processes,
properties or procedures in connection with any such Lawa,
ancl it has not received any notice or cODIIIlUnication of any
material noncompliance with any such Laws that has not been
cured as of the da~e hereof. except for such changes and
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nonc=mpl~anc~ :~at ~:e ~:t, ~na~7~aua~~y or ~n t~e

aggreqa~e, =9aso~ablt :~keiy =0 ~ave a Ma~e~~al Adve~se

Effec~ on ~: :: ~= p:even~, or ma~er~~lly i~air ::5 ab11ity
to effec~, ::-.e ·::nsu.-::mat:;-:n by :.. -: of -:~e '::ansac~:':ns con
templated cy :~~s ~greement ~r ~~e S:ock Option Agreement.
tach of it and :"~s Subs~diar~es ~as all permits, licenses,
franchises, ~ar~~nces, ~xemptions, orders and other govern
mental authc::;:at:;:ns, :onsents and approvals (collectively,
"r';mit-") necessary :~ conduct their business as -presently
conducted, except :or :hose the absence of which are not,
indiVidually or in the aggregate, reasonably likely to have
a Material Adverse Ef!ect on it.

5.2. Bep:···~~at~gn= ;nd WAr~:nt~.: nf -he
Cgmpony. £xC~pt:s set :orth in the corresponding sections
or suDSect:;:ns of :~e ·:.;mpany Jisc~osure Letter, the Company
hereby represents ana Narrants to sac and Merger Sub tha~:

(al Cap;. "a1 Strm;t"g":' The authorized capital
stock of the ~:mpany ~onsists of 300,000,000 Company Shares,
of which 66,666,:68 Company Shares were issued and outstand
ing and 2,230,586 Company Shares were held in treasury aa of
the close of business on December 31, 1997; 2,000,000 snares
of preferred stocK, par value SSO.OO per share (the
-rreferred SharD."', of which no shares were outstanding as
of the close of business on December 31, 1997; and
50,000,000 shares of preference stOCk, par value Sl.00 per
share (the "?r=~·:·nhe ShOre:"', of which no shares were
outstanding as of December 31, 1997. All of the outstanding
Company Shares have been duly authori:ed and are validly
issued, fully paid and nonassessable. Other :han
2,000,000 Preference Shares, designated "Series A Junior
Participating Preference Stock", reserved for issuance
pursuant to the Rights Agreement, dated as of Oecember 11,
1996, between the Company and State Street Bank and Trust
Company, as Rights Agent (the "Bight:! Ag:e,ment"), Company
Shares reserved for issuance pursuant' to the Steck Optign
Agreement and Company Shares reserved for issuance as set
forth below or which may be issued in accordance with
Section 6.1(&), the Company has no Company Shares, Preferred
Shares or Preference Shares reserved for issuance. As of
December 31, 1997, there were not mare than 6,650,000 Caa
pany Shares :eserved for issuance pursuant to the Company's
1986 StocX'Option Plan, 1995 Stock Incentive Plan, Non
Employe. Director Stock Plan, Incentive Award Deferral Plan
anet 1996 Non-Empl.oyee Director-Stack-Plan (collectively, the
·Stos" Elln:!",. - "tach of the outstanding shares of capital
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S~Qck or o~her ~ecu:~~~es cf each of ~~e C:mpany's
Siqni=~can~ :~bs~diar~es :3 duly au~hori:eQ, ialidly issuea,
fully paid and ~~nassessable and cwned by ~he Company or a
direct or ~~di:ec~ Nhclly-cwned Subsidiary of the Company,
free and ciear ':! any :'ien, t'ledge, 3ecu::':.y interest, claim
or other encu:nbrance. E:xcep~ as set :or'th above aneiexcep't
for Company Shares and options to purchase Company Shares
which may be issued i~ accordance with Sec'tion 6.1(a),
neither the Company nor any of its Subsidiaries has any
obligation with ~espect to any preemptive or other outstand
ing rights (other than stock appreciation rights in respect
of not mere ~han 40,000 Company Sharesl, options, warrants,
conversion rights, stock appreciation rights, reaemption
rights, repurchase ~ights, agreements, arrangements or
commitments co issue or sell any shares of capital stock or
other securities of the Company or any of its Significant
Subsidiaries or any securities or obliga~ions convertible or
exchangeable into or exercisable for, or giving any Person a
right to~ubscribe for or acquire, any securities of the
Company or any of its Significant Subsidiaries, and no
securities or obligations evidencing such rights are
authori:ed, issued or outstanding. The Company Shares
issuable pursuant to the Stock Option Agreement have been
duly reserved for issuance by the Company, and upon any
issuance of such Company Shares in accordance with the ter.ms
of the Stock Option Agreement, such Company Shares will b.
duly and validly issuea and fully paid and nonassessable.
The Company does not have outstanding any bonds, debentures,
notes or other obligations the holders of which have the
right to vote (or convertible into or exercisable for
securities having che right to vote) with the shareholders
of the Company on any matter.

(b) CgtpgbOte !ythgt;~Y; Agptgyol ODd foirn'==·
The Company has all requisite corporate power and authority
and haa taken all corporate action necessary in order to
execute, deliver and perfor.m ita obligations under this
Aqr....nt and the Stock Option Agreement and to consummate,
subject only to approval of this Agreement by the holders of
two-thirds of the outstanding Company Shares (the "COmpAPY
B.gpi3ite Vote") and the Campany Required Consents, the
Merger. Each of this Agreement ana the Stock Option Aqree
mant haa been duly executea and delivered by the Company anei
is a valid and binding agreement of the Company enforceable
.,ainst the Company in accordance with its ter.ma, subject to
bankrUptcy~ insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability
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equ1~:r pr:.::.:::.;l.es :~e ";ADt;,...-;;t ·,. ,nd ~ayi~·r· :a;sc=ab~an'" .
The boarc :: ~~=eC~:=3 c: ~he C=mcanv (A) has aaop~ed this
Agreemen~ ;na ~ppr:~eti ~~e Merger and :he o~her ::ansactions
con~empla~eQ ~~reoy, '31 ~as app::ved ~~e exec~:~on and
delivery of ~~e :t:cY. Op~~cn ~greemen~ and (C) has received
the opinion 0: :=s financial advisors, Salomon Smi~h Barney
Inc., in a c~s~omary form and to the effec~ tha~ :he Merqer
Considera~ion co be received by. the holders of the Company
Shares, in the Merger is fair to such holders from'a.
financial point of·.riew.

(i). A copy of each bonus, deferred
compensa~~cn, ?ension, :eti:ement, profit-shar~~g, :hr~ft,

savings, empioyee stock ownership, s~ock bonus, s~ock

purchase, rest=~cted s~ock, stock option, employmen~,

ter.mination, severance, compensa~ion, medical, health or
other ma~erial plan, agreement, policy or arrangement that
covers employees, directors, for.mer employees or former
directors of :: and it.s Subsidiaries (its "Cgmpensotion and
Benet" t O~On:?'I~ and any trus~ agreements or insurance
contracts for.m~ng a par~ of such Compensa~ion and Benefit
Plans has been made available by the Company to sse prior to
tbe date hereof and each such Compensa~ion and Benefit Plan
is listed in Sec~ion S.2(CI of the Company Disclosure
Letter.

(iil All of its Compensation and Benefit
Plans are i~ sucstantial compliance with all applicable law,
including the Code and the Employee Retirement Income
Secu:ity Act of 1914, as amended ("ERISA") with the
exception of any instances of non-compliance that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on the Company•. Each of its
Compensation and Benef1t Plans that is an "employee pension
benefit plan" ~ithin the meaninq of Section 3(2' 'of ERISA
Ca "'en3 i gn D1,n") and that is intended to be qualified
UDder Sect10n 401(a) of the Code has received a favorable
deter.minat1on letter from the Internal Revenue Service (the
"m."), and i: is not 'aware of any ci:cumstances likely to
re.ult in revoca~ion.of any such favorable dete:mination
letter. As'of tne,date' he:eof, the:e is no pending or, to
the knowledqeof its executive officers, threatened in
~writingmaterial litigation relating' to;,its Compensation
ancl Senefit Plans. Ne:i:ther·it 'nor any Subsidiary has
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oeriod of s~c~ :=3nsac~~~n exc~=ea as of the date hereof,. .
would sUbjec~ ~~ ~: any c: ~ts Substciaries to a mat:erial
~ax or 'Cena.l.~·: :=:'.'Ccsea. =../ either Sec~:.:n 4975 of t~e COQe or
Sec~ion' =02 :: ~R!SA :na't~at: ~s reasonably likely ~o have a
Material Adver~e g!~ec: =n t:he Company.

liiii As of the date hereof, no :iability
uncier Subt:'~~= :: or 0 of Title IV of ERISA (other than the
payment of prospect~~e pre~um amounts to the Pension
Senefit Guaran~y Corporat:ion in the normal course) has been
or is expec~gti :0 be ~ncurred by it or any Subsidiary with
respect to any onqo~nq, ~ro%en or ter.minated "single
employer plan", ".-Il tr.i:\ the meaninq of Sec'tion 4001 (a) (lS) of
ERISA, curre~':':"·/ r;r :o::merly matntained by any of ':hem, or
the single-empi=ier ?lan of any ent:~ty which is cons~derea

one employer ~lt:h it unaer Section 4001 of ERISA or
Section 414 of :~e ':ooe (its "tRISA Aff~li"te'" {each such
single-emplc'ler ;::lan, :.t.s "ERISA Affilia'te Plan"}. No
notice of a "=epor'::lble '!vent", within the meaning of
S.c~ion 4043 of ~P.ISA for Which the 30-day reporting
requirement: ~as not: been waived, has been requi~ed to be
filed for any of i:s Pension Plans or any of its ERISA
Affiliate Plans ~ithin the 12-month period ending on the
date hereof or will be requi~ed to be filea in connection
with the transac~ions cont:emplated by this Agreement.

(iv) Neither any of its Pension Plans
nor any of its ERISA Affiliate Plans has an "accumulated
funding defi=~ency" (whether or not waived) wi'thin ~he

meaning of Sec~ion 412 of the Code or Sec~ion 302 of ERISA.
Neither it nor its Subs~diaries has provided, or is required
to prOVide, security to any of its Pension Plans or to any
of its ERISA Affiliate Plans pursuan't to Section 401(a) (291
of the Code.

(v) The consummation of the Merger (Q%
its approval by its shareholders) and the other transactions
contemplated by this Agreement and the Stock Option
Agreement will not (x) entitle any of its employees or
directors or any employees of its Subsidiaries to severance
pay, directly or indirectly, upon ter.mination of employment,
(y) accelera~e the t~e of payment or vestinq or triq;er any
payment of compensation or benefits under, increase the
&maunt payable or trig;er any other material obliqation
pursuant to, any of its Compensation and Senefit Plans or
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(z) result ~~ any c=eacn := 7~o~a~~=n ot, :r a default
unaer, any ~: ~~s C~m~e~sa~~:n ana :enei~~ ?lans.

(V~j Since ~~e Auait Jate. ~xcep~ as
provided :or ~~re~~# ~~ ~~e Company ~isciosure Let~er or as
disclosed ~n :~e ':~mpany' s Repor~s tiled prior ':.0 the da~e

hereof, there r.as no~ been any inc:ease in the compensaeion
payable or :~ac ~ould become payable by it or any of i~s

Subsidiaries ':.0 offi:ers or key employees or any amendmen~

of any of its Compensa~~on and Benefit Plans other than
increases or amendments in the ordinary course .

. (d) Takgqye~ ~t3tnt==. The Soard of Directors
of the Company, ~ncluding a majority of the non-employee
directors of theC:'ompany, has duly aciopted =esolutions
approving :~e Merger, :he Stock Option Agreement -and the
transactions concemplacea hereby and thereby and
specifically n~ng sac and its existing and future
affiliates o~ assoc~ates (as such terms are defined under
Section 33-840 and 33-843 of the CBCA1. Such resolutions
satisfy the requirements of Sec~ions 33-842(c) (1) and 33
844(a) of the CBCA, are by their terms irrevocable, and have
not been amended or modified in any manner. The provisions
of Sections 33-841 and 33-844 of the CBCA do not and will
not apply to the Merger or the other transactions
contemplated by this Agreement or the Stock Option
Aqreement. No other "fair price," "moratorium," "control
share acquisition" or other similar anti-takeover statute or
requlation (each a "Tak'9ye~ Statute'" as in effect on the
date hereof or any an~~-takeover provision in the Company's
certificate of incorporation and by-laws ~s applicable to
the Company, che Company Shares, the Merger or the other
transact~ons contemplated by this Agreement or the Stock
Option Aqreement.

(e) EnyjrQnmental Motter=. Except as disclosed
in its Reports filed prior to the date hereof and exc.p~ fo~

such matters that, indiVidually or in the aq;regate, are not
reasonably likely to have a Material Adverse Effect on it:
(i) each of it and its Subsidiaries has camplied with all
applicable Environmental Laws (as defined below); (i1) the
p~operties currently owned or operated by it or any of its
Subsidiaries (inclUding soils, any groundwater underlying
such p~op.rties, surface water, buildinqs or otber
structures) are not contaminated with any Hazardous
Substances (as defined below) at levels that require
investigation ~rcleanup under applicable Environmental
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